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Government officials are confident that new measures to increase El Salvador's agricultural
production and improve conditions in the countryside will quickly enhance the sector's competitive
position in world trade and reduce the heavy expenditures of foreign reserves on imported
foodstuffs. The plan calls for short- and medium-term fiscal incentives, juridical reforms, increased
social spending, and greater attention to environmental protection. Last year, the government had
to acknowledge that food production, especially in basic grains, was inadequate to meet domestic
demand. Production grew by 7% in 1995 but dropped last year to just 3.5%. As a result, El Salvador
will have to spend US$7.3 million to import 115 million kg of beans, rice, and sorghum during the
first half of 1997 to cover the 1996 shortfall.
Until now, government intervention to aid agriculture has been limited. Its biggest effort to date
cancellation of up to 70% of the aggregate agricultural debt has not been enough to stimulate
production (see NotiSur , 05/23/96). Private sector had urged sectoral policies Critics of the
government's overall economic strategy have repeatedly warned President Armando Calderon Sol
that the government had to develop policies to aid specific sectors of the economy. The privateenterprise organization, Asociacion Nacional de la Empresa Privada (ANEP), issued a manifesto last
year calling on the administration to offer greater incentives to production and trade and to leave
the rest to the private sector (see NotiCen 10/31/96).
The Camara de Comercio e Industria de El Salvador (CCI) and the Fundacion Salvadorena para
el Desarrollo Economico y Social (FUSADES) have specifically addressed the crisis in agriculture.
FUSADES produced its own agricultural recovery plan based on a study of rural conditions. The
study found that nearly half the population lives in rural areas and accounts for much of the
country's most intractable poverty. Compared to urban areas, where some reductions in poverty
rates have been made, rural areas have not improved, said the report. Proposals based on the study
included greater public spending on education, health, and roads. In addition, FUSADES wants the
government to focus attention on improving income for rural businesses and basic-grain producers.
Both ANEP and FUSADES have urged steps to halt environmental deterioration in rural areas.
Likewise, the agribusiness chamber Camara Agropecuaria y Agroindustrial de El Salvador has
proposed similar steps, including improved credit and taxing policies, protection against the
importation of subsidized commodities, currency valuation, and other measures that favor exports.

Plan will cost the government US$400 million
In response, on Jan. 20 Calderon Sol announced a new plan that combines several private-sector
proposals and makes good on a promise part of his 12-point program announced in June 1996 to
rescue agriculture (see NotiCen, 06/20/96). Agriculture and Livestock Minister Ricardo Quinonez
said the plan would stimulate and diversify agricultural production, and he promised "dramatic
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results" within a year following May 1997 plantings. The government will spend an estimated US
$400 million to carry out the "Agricultural Program '97," according to Quinonez. This figure includes
US$56 million in debt relief, primarily for coffee producers. Under the plan, the government will
increase its investment in environmental programs by US$45 million, open low-interest credit lines
in government and private lending institutions, and install 100 rural police posts to improve public
security.
The plan also calls for changes in the agrarian reform laws of the 1980s so that these lands may be
rented out for production and reforms in the administration of land titles to crack down on land
invasions and to guarantee secure titles to producers. Favorable business response The public sector
has generally responded favorably to the program. ANEP president Roberto Vilanova called it an
important step toward establishing sectoral policies. He noted, however, that similar measures
should be extended to other sectors such as construction, manufacturing, and tourism.
The plan may undergo alterations as Vilanova and other business leaders are scheduled to
discuss changes and additions to the plan in upcoming meetings with the economic cabinet. Some
producers thought the program did not offer enough incentives to get production figures up
to levels approaching national self-sufficiency. For example, an important demand by the Milk
Producers Association (Asociacion de Productores de Leche, PROLECHE) was to eliminate the
exemption on payment of the value-added tax (impuesto al valor agregado, IVA) at the retail level.
This would allow them greater profit because the 13% tax they pay on their inputs could be passed
along to the consumer. This reform was not included in the plan because of the negative impact
additional taxes would have on consumer demand, retail prices, and inflation. [Sources: Reuter,
01/16/97, 01/17/97, 01/21/97; La Prensa Grafica (El Salvador), 11/27/96, 01/17/97, 01/23/97, 01/27/97]

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 2

